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(G.{?3aea o al EMails* fopo 

400 Second Avenue South 


Minneapolis 1. Minn. 


July 25, 19U7 


To Our Stockholders and Employees; 

While earnings for the nineteenth year of General Mills, Inc., as reported in 
detail on page 21, reached a new high, amounting to $9,236,212* as against 
$7,11)6,107 for the previous year, the earnings per dollar of sales remained at 
2^£, approximately the same rate as during the preceding year. 

Earnings per share of common stock were $3.91, compared with the previous year's 
earnings of $2.91 per share. The abnormal character of the year — with its 
extremely heavy demand for flour abroad — was responsible, to some extent, for 
this increase in earnings. 

Dividends were paid on all classes of capital stock at the customary rates, 
plus a year-end extra dividend on common stock. Total dividends for the year 
amounted to $5,933,986, compared with $1),253,71? during the preceding year. 
Earnings reinvested in the business totaled $3,302,228. 

Wages and salaries, including retirement benefits, amounting to $37,725,252 
were paid to our employees in return for their services, an increase of 
$5,858,137 over the former year. Direct taxes to all government agencies were 
$9,975,311, compared with the previous year's tax bill of $10,303,31)3. 

An all-time high was reached in the value of goods produced and services 
rendered. Total sales were $370,932,1)27 as compared with $298,791,766 for the 
preceding year. A considerable part of this increase was the direct result of 
higher costs of grain and other raw materials, plus the elimination of the 
flour subsidy which necessitated an increase in selling prices. 

Out of the total sales income of $370,932,1)27, farmers and other suppliers of 
materials and services received $311,953,057, an increase of $6U,058,8l9 over 
the preceding year. 

The shifting values and high prices of the present postwar transition period 
must, of necessity, give way to a more stable, expanding economy. We are 
confident in the ability of General Mills to continue to go forward — to 
produce more and better products for the American people at costs as low as 
are consistent with good wages to our employees and a fair return to our 
stocldiolders. 

Yours is a growing, active company. It operates on the belief that the way to 
a better living standard is through initiative, research, greater operating 
efficiency, higher productivity, and increased service. 

With all the members of our company team freely cooperating, we can attain new 
levels of achievement and service in the months ahead. 
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The Year in Brief 



Fiscal Year Ended 

Amount paid by customers for our products 

and services. 

May 31, 1947 

$370,932,427 

May 31, 1946 

$298,791,766 

In buying these products and services, our 
customers paid the following costs: 



Cost of grains, supplies, and services 

purchased from others, etc. 

311,953,057 

247,894,238 

Cost of human energy (salaries, wages 

and pensions) . 

37,725,252 

31,867,115 

Cost of direct taxes. 

9,975,311 

10,303,343 

Cost of plants wearing out (depreciation) .... 

2,042,593 

1,580,963 

Cost of using the tools (earnings). 

9,236,214 

7,146,107 

Earnings paid to owners as rent for the use of 
the tools they have provided (dividends) . 

5,933,986 

4,253,717 

Earnings reinvested in the business to provide 
for new and better tools, new products and 
increased services. 

3,302,228 

2,892,390 
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Stockholders 


There were 12./()(> holders of 
General Mills stock of till classes 
at the close of the fiscal year. Re¬ 
siding in every state in the union, 
the company owners tire people in 
till walks of life, urban and rural. 
Almost half (44%) tire women. 22% of the stock 
is held by trustees, hospitals, insurance companies 
and other organizations. Seven-tenths of the stock¬ 
holders own less than 100 shares. No one individual 
or linn owns tis much as 3 1 •>% of the stock. 

To bring owners first-hand information about 
their company, informal stockholders' meetings 
were conducted during November by Chairman 
James F. Bell in seven cities throughout the cotin- 
trv. Over 2.200 owners responded to the invitation 
to intend the meetings. A special color motion 
picture. “Operation '46." was shown to the stock¬ 
holders and later presented to our employees, as 
well as to business students and other groups. To 
help keep alive the friendly, personal relations 
developed at the informal meetings, a new quar¬ 
terly stockholders' magazine. “General Mills 
HORIZONS.” was launched in April. 

Dividends 

During the year, returns to stockholders (for use 



of tools and plants they have provided) included 
SI.107.365 to the 2.600 holders of 5%. preferred 
stock: S337.4S5 to the 1,900 holders of 3 :5 s % pre¬ 
ferred stock; and S4.4SC136 to the 8.200 holders 
of common stock. Shares of stock outstanding 
were as follows: 221.473 share's of 5(J preferred: 
99.995 shares of 3%% preferred: and 1.095.172 
shares of common. 

In addition to the quarterly dividends paid on 
the common stock aggregating SI.50 per share, 
an extra dividend of 75c per share was declared 
in May and paid on July 1. bringing the total 
dividends paid or declared on common stock dur¬ 
ing the liscal year to S2.25 per share. 'This action 
was predicated on the more favorable earnings 
during the year, and should not be taken as a 
precedent. 

Inventory Reserves 

Due to substantial price increases 
during the year, inventory valua¬ 
tion reserves against possible in¬ 
ventory losses on ingredients which 
ordinarily cannot be hedged, and 
on contain§p| and supplies, in¬ 
creased S2.11 5,008. raising the 
total of such reserves to S5.718,477. 
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Facilities 




© 


Construction is under way on three new major 
plants: a Hour mill at Los Angeles; a package 
foods plant at Lodi. California; and an organic 
chemical plant at Kankakee. Illinois—comprising 
the largest volume of construction work at any 
one time in the history of the company. In addi¬ 
tion. present facilities are undergoing extensive 
postwar rehabilitation. 

The flour mill at Los Angeles embodies a num¬ 
ber of new developments in both millingand grain 
handling procedure. The Lodi package foods 
plant, utilizing' the most advanced ideas in pro¬ 
cessing and packaging, will produce our three 
nationally known ready-to-eat cereals—Whcaties. 
Kix. Chcerios—as well as Bisquick. Sofiasilk, and 
the Sperry line of package fooch. Plans call for 
the completion of the new organic chemical plant 
nt Kankakee early next year. It will process vege¬ 
table, animal, and marine fats and oils into fatty 
acids and fatty acid derivatives for specialized 
industrial uses. 

Remodelling of the General Mills office 


building, at 400 Second Avenue South in Min¬ 
neapolis. was largely completed during the vear. 
A cordial invitation is extended to all of our 
stockholders, employees, customers, and friends 
to visit the new headquarters. 


Also recently completed were the new Products 
Control Laboratories building in Minneapolis, 
and soybean oil refining units at Belmond. 
Iowa. The capacity of the starch-gluten plant at 
Keokuk. Iowa, is being doubled. 


The polyamide r 
replacing the pilot i 



tin plant at Minneapolis, 
tit which burned in 1946. 
was completed and placed 
in operation. It is now 
producing polyamide 
resin commercially from 
soybeans. 

Important additions to 
buildings and equipment 
of the Research Laborato¬ 
ries at Minneapolis were 
made during the year. 
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New Products 


Apple Pycquick joined the family of General Mills 
grocery products during the year. With the ex¬ 
ception of sugar, Apple Py cquirk contains all the 
ingredients for a complete apple pic in one pack¬ 
age—including both pastry and apple slices. It 
cuts preparation time 50%. allowing Mrs. Home¬ 
maker to get her pie in the oven in 15 minutes or 
less. Apple Pyc quick will reach national distribu¬ 
tion in all markets by early fall. The rapid public 
acceptance of thisnew product promises a bright 
future for Apple Py cquick. 

National distribution of the Tru-Heat auto¬ 
matic electric iron, sponsored by Betty Crocker, 
was reached during the summer of 1947. The new 
PrcssurctAva'/,- saucepan, second appliance in the 
Genera! Mills line, will be introduced late this 


year and will, we believe, offer homemakers 
unique safety features together with greater case 
of operation. 

The company entered the held of high-speed 
automatic packaging and filling machinery with 
a new General Mills machine designed on Carter 
Vac principles. Produced at the Mechanical Di¬ 
vision plant, this new filler offers an improved 
method of vacuum-packing powdered products. 
The building of mechanical equipment for the 
armed forces, as well as for other industrial 
companies, was also continued. 

The Larro Research Farm continued -the de¬ 
velopment of improved animal feeds. A new Calf 
Builder and a new Broiler Feed were placed on 
the market. 
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Employees 


Approximately 12,000 
employees arc on the 
General Mills payroll. 
\\ PTih This is the highest level 
of employment in the 
l$y \Va_ history of the company. 

The total payroll for 
the fiscal year, includ¬ 
ing contributions to the Retirement System, was 
S37,725.252. an increase of S5.S5S.137 over the 
preceding year. 

Necessary upward adjustments in wage rates 
and amounts paid to salaried employees were 
made during the year in order to meet the rising 
cost of living. A cost-of-living bonus of one month's 
salary was paid in March to all salaried employees 
earning less than $6,000 per year. This bonus 
aggregated approximately SI,000,000. 

Under authority previously granted by the 
stockholders, the Board of Directors also voted a 
profit-sharing distribution to executive and ad¬ 
ministrative employees. SSI 1.876 was appropri¬ 
ated out of earnings for this purpose. The amount 
paid, after giving effect to the resultant tax saving, 
caused a reduction of 5.2% in the year's earnings. 

During the year, members contributed $1,023,- 
202 to the Employees Retirement System. The 


company contributed $2,282,946, of which 
SI,250,000 was a partial payment on the remain¬ 
ing requirement for employee service rendered 
prior to the establishment of the System (1940). 
Approximately 90% of this prior service require¬ 
ment has now been [laid off. 

The Board of Directors approved an increase 
in the company's contribution to the employees 
Health Association which, together with an in¬ 
crease in employee contributions, will make 
possible additional medical, surgical, and hospi¬ 
talization benefits for all employees and their 
dependents. Increased disability benefits, for 
members only, are also provided in the amended 
program. 

Although, the rate of turnover in personnel 
(which reached its peak during the war years) is 
now showing a downward trend, efforts arc being 
made toward further reduction. In general, the 
morale at our plants is high, absenteeism is de¬ 
creasing. and the trend of productivity is grad¬ 
ually turning upward. 

The only important work stoppage in any of 
our production units occurred at the South Chi¬ 
cago cereal plant in the summer of 1946, where 
the hourly-paid employees were out for 55 days 
as the result of a wage dispute. 
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Research 


No business can be 
static. This is an age of 
progress, and we must 
go forward in step with 
it. The aim of our re¬ 
search program is the continual improvement of 
existing goods and services, and the creation of new 
goods and services at constantly diminishing costs. 

The major research activities arc carried on in 
the company's laboratories at Minneapolis, where 
the stall' has grown from 5 to 298 employees since 

193 (>. 



Continuous investigation, fundamental as well 
as specific, is being carried on in the food, carbo¬ 
hydrate. organic chemical, and mechanical fields. 

A number of new food products are in the 
process of development and testing. 

Important progress has been made in the field 
of carbohydrate chemistry, with the development 
of modified wheat starches and vegetable gums 
for a wide variety of uses in the food, paper, and 
textile industries. Research has also continued in 
the field of wheat and soybean proteins. 


Advertising and Public Relations 


Aggressive advertising was continued during the 
year and was especially helpful in acquainting the 
public with the return of such products as Gold 
Medal "Kitchen-tested'' Flour. Bisquick, and 
Softasilk. which were olT the market during part 
of 1946 as a result of governmental restrictions. 

To improve consumer service, the Betty Crocker 
staff has been reorganized and strengthened with 
the addition of new personnel, and has moved 
into new and enlarged quarters in the General 
Mills Building in Minneapolis. 

Our public service program of nutrition educa¬ 
tion for schools made good progress, as did the 


program of contact with rural youth groups. These 
two programs arc winning many friends for Gen¬ 
eral Mills among the nation's educators, nutri¬ 
tionists, and rural leaders. 

The third General Mills public opinion survey 
revealed that the company has made real progress 
in winning increased public recognition and ac¬ 
ceptance as one of the foremost leaders in the food 
field. However, the survey showed a growing atti¬ 
tude of skepticism toward business in general, 
indicating that business has a job to do in ex¬ 
plaining and interpreting itself to the public. 
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Officers and Directors 


H With deep regret we report 
the death, June 29, 1947, of 
Franklin M. Crosby, after 49 
years of service to General 
Mills and its predecessor, 
Washburn Crosby Company. 
Mr. Crosby joined Washburn 
franklin m.CROSBY Crosby Company in 1S9S. 
As director of the company's grain purchases, he 
became a nationally recognized authority on 
wheat. His work toward the eradication of the 
virulent wheat stem rust proved an outstanding 
service to the nation's farmers and millers. He 
served as director and vice president of Washburn 
Crosby Company, and, upon its formation in 
1928, assumed similar responsibilities with 
General Mills. He was the first chairman of the 
Employees Benefit Board. On December 31,1946 
he retired as vice president, continuing in the ca¬ 
pacity of director and member of the Executive 
Committee until his death. A civic leader with 
broad and active interests. Mr. Crosby was for 


many years a prominent citizen of Minneapolis. 
His contributions to the company's success and 
progress were manifold. His counsel and experi¬ 
ence will be greatly missed. 

Three other officers of the corporation retired 
from active management during the year. Putnam 
D. McMillan retired as vice president after 44 
years of service; Karl E. Humphrey retired as vice 
president and treasurer after 39 years of service; 
and Sydney Anderson retired as vice president 
and secretary after 17 years of service. Mr. Mc¬ 
Millan continues to serve as a member of the Board 
of Directors and of the Executive Committee. Mr. 
Anderson was elected a member of the Board of 
Directors and of the Executive Committee. 

The Board of Directors elected the following 
new vice presidents: Charles H. Bell, Raymond L. 
Brang, Eugene W. Burgess, Henry S. Crosby, and 
Whitney H. Eastman. The Board also elected 
Edward K. Thodc vice president and secretary, 
and Richard J. Keeler treasurer. 



Expenditures for physical facilities 
gg Cost allocated to year's operations 
for wearing out of plant 

Earnings reinvested in business 

1 


! 





■i 



This chart indicates the continual expansion of our facilities, oner and above the replacement of those wearing out or 
becoming obsolete. This improvement and enlargement has been made possible primarily by the reinvestment of earnings. 
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The Importance of Earnings 


Surveys show that a majority of the public 
believes thaf so-called industrial “profits” 
average from 25 c to 30c on' each dollar of 
sales. The same surveys reveal that most 
people consider lOd on the dollar a fair return. 
General Mills’ net earnings last year were approximately 
2Yii on each dollar of sales. Over the past 10 years 
our net earnings have averaged under 3 c on the 
sales dollar. 

There is general misunderstanding, also, of 
what earnings really represent. As we have at¬ 
tempted to show in the “The Year in Brief’ on 
page 3, earnings arc actually one of the costs of 
doing business. They are the cost of using tools , in¬ 
cluding the “rent” we pay in dividends to stock¬ 
holders for providing the tools (plants, cash, in¬ 
ventories, etc.), plus the necessary funds that 
must be reinvested each year in the company to 
provide new and better tools for future develop¬ 
ment and increased service. If there were no 
earnings over a period of years, growth and 
progress would cease; and stockholders would 


withdraw' their support, since people can¬ 
not be expected to risk their savings, ac¬ 
quired in many cases through personal 
sacrifice, without the likelihood of reason¬ 
able rcu'ards. 

Thus earnings are the rewards for providing 
tools. As part of the cost of doing business, they 
must be recovered in the prices charged to cus¬ 
tomers. The provision for more and better tools, 
through consistent earnings, is the spark plug that 
insures an ever-expanding volume of goods and 
services. Without earnings, expansion and im¬ 
provement are impossible; adequate service to 
customers suffers; and the possibility of increased 
income to wage and salary earners disappears. 

Earnings reflect effective operating teamwork. 
They are not only necessary' to the survival of the 
individual company, but essential to the mainte¬ 
nance of our American system of free competitive 
enterprise. For earnings are the life blood of in¬ 
dustrial organizations, on the success of which our 
whole social order and common welfare depend. 
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A modern business can be successful only if it provides satisfaction to the consumer, pays 
fair wages and salaries to its employees, and returns reasonable earnings to the owners. 
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The Future 


The future is full of challenges to industry. 

The field of human relations offers the greatest 
opportunity for progress. In the words of General 
Marshall, “Scientific man is 100 years ahead of 
moral man.” Conflicting group interests must be 
confidcndy met and harmonized with tolerance 
and forbearance. Relations between worker and 
manager, farmer and processor, buyer and seller, 
manager and stockholder—can and must be stead¬ 
ily improved. This is especially true of food com¬ 
panies such as ours, dealing, as they do, with 
products so intimately a part of the daily lives of 
millions of Americans. 

We must also meet the challenge of continuing 
to do our part to process sufficient quantities of 
foods for foreign relief, over and above domestic 
needs. Fortunately the outlook is for another 
bumper wheat crop this year. 

The growing pressure of competition, coinci¬ 
dent with the return to a more normal 
buyers’ market, provides a welcome 
challenge to progressive management. 

With it should come improved sell¬ 
ing and distribution methods, lower 
prices, and increased services to the 
consumer. 


The need for orderly price reductions, as supply- 
draws more nearly- into line with demand, also 
challenges industry’s economic statesmanship. 
Our business, for the most part, is the simple con¬ 
version of primary- goods (wheat and other grains) 
into usable form (flour, cereals, feeds, etc.). This 
useful and necessary service is provided at a very- 
small margin of earnings over total cost. 

The cost of grain and other raw materials, 
which represents roughly- 75% of our total cost, is 
of necessity- the determining factor in our price 
structure. When market prices (over which we 
have no control) increase for these commodities 
and ingredients, we have no choice but to pass on 
such increases in the form of higher prices for our 
products. Yet while the prices of our products in 
recent months have tended to increase for this 
reason, the company-’s earnings per dollar of sales 
have remained substantially unchanged. 

We look forward to the end of the 
present period of inflated prices. The 
return to a more healthy-, stable econ¬ 
omy should bring with it a general 
lowering of prices to the consumer. 



NOTICE TO STOCKHOLDERS 

The annual meeting of the stockholders of General Mills, Inc. will be held on 
August 19, 1947, at Wilmington, Delaware. If you are unable to be present in 
person, please send in your proxy. The Notice and Proxy Statement are being 
mailed to reach stockholders on or about July 28,1947. 
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GRAIN MANUFACTURING AND STORAGE FACILITIES 




Capacities) 


FLOUR 

MILLING 

LOCATION DAILY 

CAPACITY 3 * 

Totav Capacity . 336,200 

Buffalo, N. Y. 37,000 

Minneapolis, Minn. 23,000 

Kansas City, Mo. 12,500 

Tacoma, Wash. 9,300 

Chicago, Ill. 8,600 

Wichita, Kansas. 6,600 

Vallejo, Calif. . 6,600 

Wichita Falls, Tex. 5,400 

Ogden, Utah. 4,100 

Oklahoma City, Okla. 4,000 

Spokane, Wash. 3,400 

Great Falls, Mont. 2,600 

Johnson City, Tenn. 2,500 

Hopkinsville, Ky. (Leased) . . 2,500 

El Reno, Oklahoma. 2,300 

Amarillo, Texas . 2,100 

Louisville, Ky. 2,000 

Portland, Ore. 1,000 

Kalispell, Mont. 700 


Toledo, Ohio . . 
Los Angeles, Calif. 
Duluth, Minn. . 
Enid, Okla. . . 
Belmond, Iowa . 
Keokuk, Iowa . 
Oskaloosa, Iowa 
Other Points . . 


FORMULA PACKAGE OAT 

FEEDS FOODS PRODUCTS GRAIN 

DAILY DAILY DAILY STORAGE 

CAPACITY** CAPACITY** CAPACITY** CAPACITY 

(Cwt.) (Pounds) (Pounds) (Bushels) 

91,480 1,040,000 240.000 47,044,000 

. 250,000 . 6,000,000 

6,400 . 120,000 5,975,000 

8.600 3,867,000 

7.600 1,143,000 

. 425,000 . 2,SI 5,000 

. 4,250,000 

7,000 1,000,000 

. . 1,759,000 

6,400 . . 1,886,000 

. 835,000 

4.600 750,000 


. 1,566,000 

. 200,000 

. 250,000 

. 800,000 

. . 1 , 200,000 

. . . 385,000 

300,000 100,000 


4,600 85,000 

. : . 3,900,000 

. . 2 , 100,000 

. 1,500,000 

. . 120,000 140,000 

. 65,000 . 

10,280 4,138,000 


*Flour Capacity- (including Bread Wheat, Durum Wheat, and Rye)—Basis 24-Hour Day. 
" ‘Formula Feed, Package Foods, and Oat Products Capacity—Basis 16-Hour Day. 


See map on inside of back cover for location of facilities 
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General Mills, Inc. and Subsidiaries 

RESULTS OF OPERATIONS 

For the Years Ended May 31,1947 and May 31,1946 


YEAR ENDED MAY 31 
1947 1946 


, Sales of products and services. 

Costs: 

Cost of products and services sold exclusive of amounts shown 

Amounts set aside to provide for possible inventory losses. 

Amounts set aside in prior years for war contingencies no longer 

required (note 5, page 24). 

Interest. 

Depreciation of plant. 

Selling, general and administrative expense. 

Contributions to Employees' Retirement System. 

Profit sharing distribution. 

Provision for Federal and foreign taxes on income 

(note 1, page 24). 


$370,932,427 ; S298,791,766 


307,003,818 

2,115,008 

(551,037) 

298,506 

2,042,593 

40,378,538 

2,282,946 

811,876 


244.740,538 

669,772 

(281,224) 

306,870 

1,580,963 

34,185,160 

1,797,834 


Total costs. 

Earnings for year. 


361,696,213 291,645,659 

S 9,236,214 : S 7,146,107 


EARNED SURPLUS 

(Earnings Reinvested in Business) 

For the Year Ended May 31,1947 


Earnings for year ended May 31, 1947. S 9,236,214 - 

Dividends: 

5% preferred stock. $ 1,107,365 

3? / s% preferred stock. 337,485 : 

1,444,850 

Common stock ($2.25 per share). 4,489,136 5,933,986 : 


Earnings reinvested in business during year ended May 31, 1947. 3,302,228 ; 

Earnings reinvested in business as of May 31, 1946. 17,838,967 

Earned Surplus (earnings reinvested in business) as of May 31,1947. S 21,141,195 ; 


See accompanying notes to financial statements—page 24. 



Comptroller 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




















General Mills, Inc. and Subsidiaries 


FINANCIA|< 


ASSETS 


Current Assets: 

Cash.’. S 18,966,209 

Drafts and acceptances. 5,419,927 

Notes and accounts receivable (less reserve SI,162,374). 18,633,773 

Advances on grain purchases, etc. 1,592,622 


Inventories: 

Grain for milling purposes, flour and millfeeds, at market, after appro¬ 
priate adjustment in respect of open cash trades, unfilled flour and feed 
orders, etc. $24,478,631 

Formula feeds, ingredients, package foods, etc., at the lower of cost or 
market. 11,474,105 

Containers, supplies, transit tonnage, etc., at cost. 6,479,763 

42,432,499 

Less valuation reserves. 5,718,477 36,714,022 


Total Current Assets.'. 81,326,553 

Prepaid expenses and deferred charges (including automotive equipment, 

net $1,752,500).. 3,752,950 


Investments in other companies (principally Distillation Products, Inc.) and miscellaneous assets 
(including securities deposited for State and clearing association requirements $193,251, and 


amounts due from employees $58,917). 1,340,589 

Land, buildings, and equipment (note 2, page 24): 

Land. 1,959,300 

Buildings and equipment, less depreciation $26,800,596. 27.371,613 29,330,913 

Goodwill, trade-marks, trade names, and water power rights. 1 

SI 15,751,006 
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\JOSITION 


as of May 31,1947 


LIABILITIES 

Current Liabilities: 

Notes payable. S None 

Accounts payable and accrued expenses (other than taxes). 9,851,566 

Accrued taxes. 10,506,241 

Thrift accounts of officers and employees. 1,087,712 

Dividends on preferred stocks—payable June 1 and July 1, 1947. 361,212 

Dividend on common stock—payable July 1, 1947. 1,496,379 

Debenture sinking fund current instalment.... . 100,000 

Total Current Liabilities. 23,403,110 

Funded Debt: 

Ten year 2sinking fund debentures, due January' 1, 1954. S 9,700,000 

Less sinking fund instalment due January 1, 1948 (current liability). 100,000 9,600,000 

Reserves: 

For general contingencies. 2,287,637 

For self-insurance. 1,337,419 

For other purposes. 1,119,219 4,744,275 

Capital Stock and Surplus: 

Preferred stock: 

Authorized—500,000 shares, par value S100 each 
Issued and outstanding: 

3%% Cumulative convertible—99,995 shares. 9,999,500 

5% Cumulative—221,473 shares. 22,147,300 

Common stock: 

Authorized 3,000,000 shares of no par value 

(Reserved for issuance under conversion rights of preferred stock— 

199,990 shares) 

Issued and outstanding—1,995,172 shares at stated value. 16,692,460 

Total Capital Stock (note 3, page 24). 48,839,260 

Surplus (note 4, page 24): 

Capital (arising from amounts paid in by 

stockholders in prior years). S 8,023,166 

Earned (earnings reinvested in business,), as per 

accompanying statement, page 21. 21,141,195 29.164,361 78,003,621 

$115,751,006 


e accompanying notes to financial statements—page 24. 
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NOTES TO FINANCIAL STATEMENTS 


NOTE 1 

Provision for Taxes on Income: 

Certain reserves provided by the company and its 
subsidiaries arc not deductible for the purpose of 
computing taxable income, actual losses or expendi¬ 
tures being allowable in the years incurred. Further¬ 
more, the depreciation provision for corporate purposes 
is in excess of the amount allowable as an income tax 
deduction. As a result of these and other variations, 
the taxable income for the year ended May 31, 1947, 
was computed to be more than the corporate income 
before taxes, as was also the case in the preceding 
taxable year. 

NOTE 2 

Land, Buildings and Equipment: 

Land, buildings and equipment are stated generally 
at gross valuations placed by the company on the 
properties acquired (representing in most cases actual 
or estimated cost to the vendor) together with the cost 
of subsequent additions, less retirements and amounts 
written off. Reserves for depreciation include accrued 
depreciation at date of acquisition in an amount equal 
to the excess of the gross valuation over the cost to the 
company. Thus, the depreciated amount shown in the 
balance sheet for land, buildings and equipment rep¬ 
resents the portion of the cost not yet allocated as a 
charge against operations, and does not purport to be 
either a realizable or replacement value. 


NOTE 3 

Capital Stock: 

The 5%% cumulative convertible preferred shares 
are convertible at the option of the respective holders 
into shares of common stock at a conversion price of 
S50 per share of common stock (for conversion pur¬ 
poses the convertible preferred stock is taken at a 
value of $100). 

The outstanding preferred stock is entitled upon 
redemption at the option of the company, or upon 
voluntary liquidation, to the following amounts per 
share, plus in each instance the accrued and unpaid 
dividends thereon: cumulative convertible pre¬ 


ferred stock S104 to and including December 1, 1950 
and thereafter SI 03; 5% cumulative preferred stock 
upon redemption to and including December 31, 
1949, SI25 decreasing SI per year thereafter to SI 15 
and upon voluntary liquidation $115. 


NOTE 4 

Restriction of Surplus: 

In accordance with the provisions of the certificate 
of incorporation, so long as any of the preferred stock 
is outstanding, cash dividends on the common stock 
may be paid, provided that consolidated net current 
assets are not reduced thereby to less than 60% of the 
par value of the outstanding preferred stock. At May- 
31, 1 947, the consolidated net current assets materially 
exceeded the stipulated amount. 


NOTE 5 

Accounting for War Costs: 

No segregation was made of additional losses and 
expenses incurred during the year ended May 31,1947 
as a result of war activities in respect of which provi¬ 
sion had been made in prior years in the reserve for 
war contingencies. As a result, these items have been 
charged against income as a part of the regular costs, 
but it is considered that the aggregate amount of such 
charges for war costs is substantially less than the 
excess reserve for war contingencies restored to income 
in the amount of S551,037. It is anticipated that no 
further costs will be incurred as a result of war activities 
except in respect of deferred maintenance for which 
there is a reserve.of SI66,570, included as a part of 
the reserves for other purposes. 


NOTE 6 

Contingent Liabilities: 

Customers' drafts discounted, etc., 5118,005. 
Guarantees of employees' second mortgage loans 
S38,062. 

Liability arising out cf pending litigation, in the 
opinion of the officers and counsel of the company, 
does not exceed S75,000. 
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Peat, Marwick, Mitchell <Sc Go. 


To the Stockholders and the Board of Directors 
of General Mills, Inc.: 


NORTHWESTERN BANK BUILD! 
MINNEAPOLIS 3, MINN. 


July 22, 19U7 


We have examined the statement of financial position of General Mills, 

Inc. and subsidiaries as of May 31, 19k7, and the related statements of 
operations and surplus for the fiscal year then ended, have reviewed the 
system of internal control and the accounting procedures of the companies 
and, without making a detailed audit of the transactions, have examined 
or tested accounting records of the companies and other supporting evi¬ 
dence, by methods and to the extent we deemed appropriate. Our examina¬ 
tion was made in accordance with generally accepted auditing standards 
applicable in the circumstances and included all procedures which we 
considered necessary. 

The cash was'confirmed by certificates obtained from the depositaries and 
custodians or by count. Tests were made of the validity of receivables 
by communication with the debtors, except that it was not practicable to 
so confirm receivables from U.S. Government Departments and Agencies, as 
to which we satisfied ourselves by means of other auditing procedures. 

We made test checks of prices and computations of all inventories and con¬ 
firmed by actual inspection the quantities of the principal inventories 
at locations selected by us; in addition, we made test checks of the 
grades of grain inspected by obtaining independent confirmation of the 
grades of samples taken by us. 

Expenditures charged to the land, buildings and equipment accounts during 
the year, in our opinion, were properly capitalized as representing addi¬ 
tions or improvements. The provision for depreciation for the year 
appears to be adequate. 

All ascertained liabilities have been included in the accounts. 

In our opinion, the accompanying statement of financial position and 
related statements of operations and surplus, with notes thereon, present 
fairly, on a consolidated basis, the position of General Mills, Inc., and 
its subsidiaries at May 31, 19U7, and the results of their operations for 
the fiscal year, in conformity with generally accepted accounting princi¬ 
ples applied on a basis consistent with that of the preceding year. 
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SUPPLEMENTARY FINANCIAL INFORMATION 


WORKING CAPITAL 

As of May 31, 1947, consolidated working capital of 
the company was S57,923,443, a decrease of S2,10S,365 
during the year. As was indicated in the annual report 
of a year ago, the working capital position at that time 
represented a temporarily inflated position resulting 
front the issuance of SI 0,000,000 of 3g;s% convertible 
preferred stock, the proceeds of which will be invested 
ultimately largely in new physical facilities. The de¬ 
crease indicated above is the result of such action, 
reflecting the expenditure during the year of almost 
S6,000,000 for fixed assets. 

. Continuation of this trend in working capital posi¬ 
tion is to be expected, in view of the unexpended 
balance of appropriations for additions and improve¬ 
ments aggregating approximately SI 1,000,000. 


RECEIVABLES 

The substantial increase in amounts due the company- 
on outstanding drafts, acceptances, notes and accounts 
receivable is principally a reflection of the increases 
in price levels occasioned largely by higher material 
and labor costs currently in effect when compared 
with May 31, 1946. Some of the increase, however, 
is attributed to increases in volume, principally to 
export markets. 


TAXES 

The company’s total, of all taxes for the year amounted 
to S9,975,311, which is a decrease of 3% from the 
preceding year. This total does not include over four 
millions of dollars of taxes collected by the company 
but imposed upon others, such as employees’ with¬ 
holding taxes. Moreover, it docs not include taxes 
imposed upon the company but collected by others, 
such as telephone, transportation, gasoline, and sales 
taxes which were included in the cost of sere-ices or 
merchandise purchased by the company. 

The greater share of the taxes was for Federal and 
foreign income taxes, which amounted to $7,313,965 
for the year, as compared to S8,120,574 for last year. 
The Federal income tax rate in effect during the year 
was 38%, which was lower than the 1945-46 rate, 
inasmuch as excess profits taxes were discontinued on 
January- 1, 1946. 

Federal excise taxes, consisting principally of the 
tax upon electric irons, amounted to S299,477. 

State and local taxes amounted to $1,632,667, or 
an increase over 1945-46 of $228,199. 

The company’s share of pay roll taxes for social 
security purposes was S729.202, which was $39,987 
less than the previous year. 

It is to be noted that total taxes continue to exact 
a substantial sum. In terms of common stock, these 
total taxes approximated S5.00 per share in contrast 
to earnings of $5.91 per share. 


INVENTORY VALUATION 

The company’s policy of hedging its unfilled flour 
sales and grain and flour inventories, whenever prac¬ 
ticable, for the purpose of minimizing the risk of 
adverse price fluctuations remains unchanged. During 
the year, because of the status of the futures market, 
it has not been possible to always use futures as a 
safe hedging medium. However, due to the continuous 
demand for our products, particularly lor export, it 
was possible to protect the company’s inventory posi¬ 
tion in a reasonably satisfactory manner by sales of 
products and thereby avoid undue risk of ownership. 
Mow that price controls and other governmental re¬ 
strictions have been eliminated, it is anticipated that 
hedging protection will again be available on a more 
normal basis during the 1947-48 fiscal year. All factors 
relating to items customarily hedged arc reflected in 
the financial position at fair market value, including 
market adjustments for open transactions. 

Formula feeds, ingredients, package foods, etc,, for 
which there were no hedging facilities, are valued to 
the extent unsold at the lower of cost or market. In 
addition, valuation reserves are established in order 
to minimize the undue effect of fluctuating prices on 
earnings. The effect of these reserves is to revalue 
what are deemed to represent normal quantities of 
these inventories on a basis that is believed to reflect 
normal costs thereof. 

Containers, supplies, etc., are valued at cost. For 
containers, a valuation reserve is established, which 
has the effect of reducing the value to what is consid¬ 
ered to be normal cost. 

The total inventory valuation reserves as of May 31, 
1947 amounted to S5,718,477, an increase of $2,115,008 
during the year. The increase was due principally to 
price level advances, particularly- on containers. 

INVENTORY QUANTITIES 
AND PURCHASE COMMITMENTS 

It is the company’s continued endeavor to maintain 
inventory quantities and purchase commitments of 
commodities which cannot customarily be hedged at 
the lowest possible level consistent with sales demands 
and as related to continuity of operations. However, 
substantial price increases necessarily increase the 
possibility- of loss from price declines. 

PLANT AND EQUIPMENT 

Expenditures for physical facilities during the year 
amounted to S5,796,837 involving principally expan¬ 
sion of facilities at the Research Laboratory and the 
Mechanical plant at Minneapolis, additional package 
foods manufacturing facilities at Buffalo, New York 
and Chicago, Illinois, a package foods manufacturing 
plant in process of construction at Lodi, California 
and remodeling of the office building at Minneapolis. 

Depreciation in the amount of $2,042,593 on plant 
was charged against the earnings for the year. 

The gross book value of property sold or retired 
during the year totaled $634,803. 

Authorized but unexpended appropriations for ad¬ 
ditions and improvements aggregated $10,922,604 as 
of May 31, 1947. 
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General Mills, Inc. and Subsidiaries 

COMPARATIVE EARNINGS DATA 


Fiscal Yea 




Federal and 


COMMON STOCK 


Ended 



Sales* 

Foreign Taxes 

Earnings! 

Earnings 

Dividenc 


May 31 




on Income 


Per Share f 

Per Shan 


1947. 



S370,932,427 

S7,313,965 

S9,236,214 

S3.91 

S2.25 


1946. 



298,791,766 

8,320,574 

7.146,107 

2.91 (SS.73 

t 1.46 (S4._ 

8)5 

1945. 



2S0,839,270 

8,971.045 

6,474,493 

8.07 

4.00 

1944. 



281,197,967 

10,953,440 

5,556,912 

6.69 

4.00 


1943. 



217,485,502 

9.517,785 

5.365,945 

6.40 

4.00 


1942. 



163,412,423 

3,298,000 

5,135,111 

6.06 

4.00 


1941. 



126,937,773 

1,640,000 

5,2517732 

6.23 

4.00 


1940. 



125,574,138 

1,013,000 

5.639,274 

6.61 

■ 4.00 


1939. 



121,943,449 

1.515,000 

6.451,225 

7.69 

3.50 


193S. 



152,673,157 

618,889 

4,110,631 

4.17 

3.00 


1937. 



159,980,019 

1.381,602 

4.303.3S9 

4.46 

3.00 


1936. 



147,3S0,241 

764,667 

3.602.'.93 

3.40 

3.00 


1935. 



143,074,458 

878,529 

4.075,251 

4.12 

3.00 


1934.. 



118,092,058 

666,792 

3.710,383, 

3.56 

3.00 


1933.. 



83,886,335 

720,038 

4,081.654 

4.13 

3.00 


1932.. 



87,165,627 

651,OSS 

3,891,200 

3.93 

3.00 


1931.. 



122,746,136 

546,511 

3.S69.665 

3.71 

3.00 


1930.. 



163,071,661 

649,364 

4.609.101 

4.S3 

3.50 


1929.. 



123.521.014 

578,083 

4.154.7S6 

4.58 

2.25 


’Variatio 

ns in the c 

imount of < 

Jollar sales mav be ; 

reflection of market price levels of ra 

lw materials an 

d consequent!v of 

scllin r 

prices. These levels h; 

ve fluctnat 

ed widely from time 

to time. Consequently, dollar sales d 

o not neccssaril 

v indicate corresponding 

variations ir 

physical 

volume of 5 

4*lcs. 






fExclush 

c of snrpl 

rs adjustmi 

:nts and of portion 

accruing to minor 

tv stockholders pri 

3r to 1938. Lik 

ewise, excludes ar 

nounts 


partial p 

repayments 

to the Employees' 

Retirement System 

for prior service charged to Surp 

us prior to 1945, 


1944—S515 

000;1943 

—S560,000 

1942—S500,000: 1941—S480,000; and 1939—S3,300,000 




tNumber 

of common shares increased three for 

nc in September, 

945. Parenthetical 

amount represe 

nts per share cqu 

valent 

earnings co 

nparablc 

•ith prior 

cars. 







^Common dividends during the year ended May 31,1946 were paid at the annual rate of S4.00 per shai 
split and at the annual rate of SI .50 per share subsequent to split. Parenthetical amount represents per si 
comparable with prior years. 


CONDENSED COMPARATIVE FINANCIAL POSITION 

.4s of May 31. 1947, 1946 and 1945 


Current assets. SSI,326,553 S79,884,389 

Current liabilities. 23,403,110 19,852,5S1 

Working capital. 57,923,443 60,031,808 

Prepaid expenses and deferred charges. 3,752,950 2,109,159 

Investments, memberships, sundry advances, miscellaneous 

properties, and other assets. 1,340,589 1,323,127 

Postwar refund of excess profits taxes. — — 

Plant and equipment, less depreciation. 29,330,913 25,672,388 

Goodwill, trade-marks, trade names, and water power rights 1 1 

92,347,896 89,138,483 

Funded debt. 9,600,000 9,700,000 

Net assets. SS2.747.896 S79.438.5S3 


Reserves. S 4.744.275 S 4,737.090 

Capital stock—preferred. 32.146.S00 32,147.000 

Capital stock—common. 16.692.460 16.692.260 

Surplus. 29,164.361 25.S62.133 

Total reserves, capital, and surplus. SS2.747.S96 S79.438.4S3 


S67,906,917 

20,571,641 

47,335,2?6 

1,900,144 

1.285,573 
1,071,080 
24,998,769 . 


76,590,843 

9,800,000 

566.790.843 
S 4,SS0,477 

22,147,300 

16.691,960 

23,071.106 

566.790.843 
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